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Introduction 
The brief being presented to your Commission has two separate and distinct 


parts insofar as our export of gas from Canada is concerned: 


First, it will deal with the export of gas to Montana from the Pakowki 
Lake region in the southeastern part of Alberta since February 1952 


and in the future; and 


Second, with the proposed export of gas from a point on the southwestern 
border of Alberta under application of the Alberta and Southern Gas Co., 


Ltd., now pending before the Alberta Oil and Gas Conservation Board. 


We understand that the essential data on gas reserves, facilities and other 
pertinent information relating to this second part are being submitted in the brief 
of Alberta and Southern Gas Co., Ltd. It is our intention to supplement such in- 
formation to the extent of confirming the existence of the contractual relationship 
between Canadian-Montana Pipe Line Company and Alberta and Southern Gas Co., Ltd., 
and of showing the market requirements in Montana and necessity for the gas pur- 


chased from this source of supply. 


Alberta, British Columbia Relationships With Montana Are Friendly and 
Mutually Beneficial 


The northern border of Montana, extending for more than 550 miles, adjoins 
the Provinces of Saskatchewan, Alberta and British Columbia. Past and present 
relationships between the Provinces and Montana hve been both pleasant and mutually 
beneficial. Some examples of this inter-relationship are: 

Consolidated Mining and Smelting Company is currently importing 
to Trail, British Columbia, phosphate rock produced by its subsidiary, 


Montana Phosphate Company at Garrison, Montana. 


The Simplot Company is shipping phosphate rock from its Montana 


operations to the Northwest Nitrochemical Plant at Medicine Hat, Alberta. 


ee oe 


We are advised that North American Utilities Corporation, a 
Montreal organization, is investigating the economics of processing 
a Montana source of iron ore for shipment to and use in a steel 


plant operation in Alberta. 


During the period 1934 to 1937 when crude oil production in 
Alberta was inadequate, The Montana Power Company sold 1,181,000 
barrels of crude oil from its Cut Bank production to British 


American Oil Company in Alberta. 


Last year when B. C. Electric Company was in need of additional 
electrical energy due to poor water conditions in British Columbia, 
The Montana Power Company supplied 81,640,000 kilowatt hours, with 


a peak demand of 40,000 KW, for a period of several months. 


The towns of Coutts and Milk River, Alberta, remote from gas 
sources in the Province, have been receiving natural gas supplied 


from northern Montana fields. 


Canadian-Montana Pipe Line Company - Canadian-Montana Gas Company Limited 


Canadian-Montana Pipe Line Company and Canadian-Montana Gas Company Limited 
are wholly-owned subsidiaries of The Montana Power Company. The Pipe Line Company 
owns and operates approximately 18 miles of 16" transmission line extending from 
a point near the Pendant d'Oreille, Alberta camp to a point of connection with The 
Montana Power Company system at the International Border. 
The Canadian-Montana Gas Company Limited ows and operates the production, gath- 
ering, dehydration, compression and other operating properties in the Pendant d'Oreille, 
Manyberries, Smith Coulee, Black Butte and Comrey fields in the Pakowki Lake areas, 


This company holds leases and gas purchase rights on approximately 165,000 acres within 


S45 myes2 oD wee 
- gs 6 Roda ARES 
ar | 7 

1200, eats on toe () + (ape eee 


oN apie see ot) omeeain lL Ww 


wi? Sip 7 ideseas, 4 maa bm ot 
Pace 
; hi: i ry 


fer 


4 TS, gat GS Lor :t of) Gs roe 


Cem lh 2asite4 sit & 


E03 Yim 


the boundaries of these five fields. The gathering line system connecting 31 wells 
owned by the Company and 4 wells of independent producers, consists of 113 miles of 
lines ranging from 2" to 12" diameter. Other facilities owned include an 1100 HP 
compressor station, measuring stations, dehydration units and two field camps at 
Pendant d'Oreille and Manyberries. 

Practically all of the material required in the installation of the above- 
mentioned facilities has been purchased through Canadian suppliers and construction 
has been carried out through Canadian contractors. The employment of Canadian 
personnel, the purchase of materials and supplies in Canada, the payment of taxes, 
rentals and royalties are all of economic benefit to Canada, 

The operations of both of these companies in Alberta are effectively regulated 
by the Provincial and Dominion Governments. 

Exhibit #1 shows the principal facilities of both of these companies and also 


the leased and contracted acreage in the Pakowki Lake area. 


The Montana Power Company 
The Montana Power Company is an independent public utility supplying electric 


energy, natural gas and other utility services in the State of Montana. The service 
and rates of The Montana Power Company are completely regulated within the State 
by the Montana Public Service Commission. The import of natural gas is subject to 
the jurisdiction of the Federal Power Commission. The Company serves electricity 
over most of the State of Montana in a service area having a population of 487,000. 
Electric service is supplied directly to 122,000 residential customers and also to 
commercial, industrial and municipal users. 

Natural gas service has been supplied by the Company in Montana since 1931. 
Natural gas is supplied in 50 cities and towns in Montana to over 57,000 direct 
ereconere? of whom more than 50,000 are domestic users. It also furnishes gas to 


independent companies in three cities in which there are approximately 18,000 gas 
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users. The population served with natural gas is approximately 250,000. 

The natural gas system of The Montana Power Company is shown on Exhibit #2. 
This map also indicates by a dashed line the proposed connection between a point on 
the Alberta-Montana border and Cut Bank, Montana to implement the proposed gas 
purchase from Alberta and Southern Gas Co., Ltd. 

The Montana Power Company operates approximately 1,180 miles of gas pipe 
dines, ranging in size from 4" to 20", The transmission system is completely inter- 
connected and integrated and extends from the Alberta-Montana border to the Clark's 
Fork field in southern Montana. The gas imported from Alberta has been essential 
to supplement that produced from United States sources to supply all customers. 

The Montana Power Company is a long-established operating utility with 
extensive experience in the electrical and natural gas fields. Additions to utility 
plant for the six years, 1952-1957, including expenditures by subsidiaries in Alberta, 
amounted to approximately $78,000,000. Of this total $17,800,000, including the 
$10,000,000 purchase price for the Pakowki Lake reserves, has been invested in 
Alberta. The Company enjoys a fine financial reputation which enables it to plan 
and complete successfully any of the Bra ectelcontennlates herein. Enclosed with 
Phjemeibnission is a copy of The Montana Power Company's 1956 Annual Report, which 


is the most recent available, summarizing the company operations. 


Alberta and Dominion Governments Issued Export Permits After Extensive Hearings 


A review of occurrences leading to the export of gas into Montana from the 
Pakowki Lake area of Alberta will contribute to the better understanding of this 
submission. This export, currently in operation, was initiated in February 1952. 

Following the close of World War II, The Montana Power Company was seriously 
concerned about the size of its then existing gas reserves. There was an urgent 


need to supplement its then available sources of supply necessary to meet the market 
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requirements but all efforts to obtain additional reserves in Montana and Wyoming 
had met with little success. In 1949 the Company turned its attention to Alberta. 

McColl Frontenac Oil Co., Ltd., and the Union Oil Company of California had 
been exploring for petroleum and natural gas in the southeast corner of Alberta and 
had discovered an area which gave promise of developing commercial gas reserves. No 
Canadian market existed for this gas; it appeared to be beyond economic reach of 
the local utilities, and accordingly, in 1949 Montana Power commenced negotiations 
to purchase this gas reserve and to continue the development. These negotiations 
culminated in the purchase by The Montana Power Company of lease rights in the 
Pakowki Lake area by an agreement dated June 14, 1950 (Exhibit #3 hereto), sub- 
sequently assigned to Canadian-Montana Gas Company Limited. Changes have been made 
in the leased acreage subsequent to the date of said agreement due to other acquisi- 
sitions and surrenders. 

An application for export to Montana of the gas covered by the above-mentioned 
agreement was filed with the Alberta Petroleum and Natural Gas Conservation Board 
on August 2, 1950 in the name of McColl Frontenac Oil Co., Ltd., and Union Oil 
Company of California, who were jointly obligated under terms of the agreement to 
process an application for export. The application recited that if necessary 
authorizations were granted, the applicants agreed to assign their interests therein 
to The Montana Power Company, or a wholly-owned subsidiary thereof. 

Additional information in support of this application was furnished’ the 
Petroleum and Natural Gas Conservation Board on October 11, 1950. 

On May 31, 1951 Canadian-Montana Pipe Line Company was incorporated by Act 
of Parliament, Chapt. 86 of the Acts of 1950-1951, after hearings before the ap- 
propriate Government committees in Ottawa. This company was incorporated to own and 
operate the transmission line to the International Border and to export the gas from 
Alberta to The Montana Power Company. The Canadian-Montana Gas Company Limited was 


incorporated September 14, 1950 as an Alberta company to own the leases and operate 
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the producing and gathering installations. 

The Alberta Petroleum and Natural Gas Conservation Board held joint hearings 
on the McColl-Union Oil Company application and the applications of others during 
November and December 1950. on January 20, 1951 the Board denied all applications 
because sufficient gas reserves for the furure weeds of the Province had not been 
established. At that time the Board found the reserves of the Province to be 4.7 
trillion cubic feet. 

The Korean War had started in June 1950 and by the spring of 1951 the produc- 
tion of strategic metals was extremely important to the Allied war effort. The 
shortage of gas reserves available to The Montana Power Company dictated that serious 
consideration be given to the curtailment of large industrial customers to permit 
continuation of service to the residential and commercial consumers. The largest 
industrial customer was The Anaconda Company, a producer and refiner of non-ferrous 
Batans’ It was the decision of the Governments of both Canada and the United States 
that gas service should continue to this important metal supplier. On April 7, 1951 
the Alberta legislature passed The Gas Export Act, Chapter 36, Statutes of Alberta, 
1951, authorizing the issue of the permit next mentioned. The Petroleum and Natural 
Gas Conservation Board issued a gas export permit on June 11, 1951. The permit was 
issued for a period of five years and authorized export of gas from three of the 
company's fields during this temporary period solely for The Anaconda Company's 
requirements. 

Appearances were made during June 1951 before the Board of Transport Commis- 
sioners of the Dominion of Canada and required data in respect of this export were 
furnished, Export from the Dominion for these special circumstances was authorized 
by Order dated June 23, 1951. 

Application was immediately made to the Federal Power Commission of the United 
States for import approval, and after hearings in September and October 1951, Presi- 


dential approval for import was secured February 2, 1952 and the Federal Power Com- 


mission approval was secured February 5, 1952 for import in conformance with the 
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Canadian permits. Export commenced February 7, 1952, under the permits. 

In the interim the application for general export was continued before the 
Petroleum and Natural Gas Conservation Board in December 1951. The Board denied this 
and all other export requests on March 29, 1952 and found at that time that Alberta 
reserves had increased to 6.8 trillion cubic feet. The gas reserve trend continued 
to increase in Alberta, with the result that the Petroleum and Natural Gas Conserva- 
tion Board found the gas requested to be exported to Montana to be surplus to the 
present and future needs of the Province and approved the application for general 
export of gas from the Pakowki Lake area to Montana. The permit issued by the 
Alberta Government May 14, 1954 provides for export from five fields in the Pakowki 
Lake area in annual quantities not to exceed 20 billion cubic feet and daily quan- 
tities not to exceed 100 million cubic feet. The permit is for a period of 20 years. 
At the time the Alberta permit was issued the reserves in Alberta were determined 
to be 11.5 trillion cubic feet of gas. 

The Company made application on July 14, 1954 to the Federal Power Commis- 
sion to amend its existing import order. Hearings were held before the Federal 
Power Commission in November 1954 and January 1955. The Federal Power Commission 
permit issued May 19, 1955 for a term of years identical to that authorized by 
Alberta. 

A license to export gas, under the conditions imposed by Alberta, issued 
from the Department of Trade and Commerce of the Dominion of Canada on September 2, 


1955. The term of this license is five years from its date of issuance. 


Summary of Pakowki Area Export 


To summarize the details of the preceding pages, the record shows that 
application for general export of gas to Montana was filed inmediately after the 


execution of the agreement by which The Montana Power Company was to acquire the 
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Pakowki Lake properties and that an interim and temporary export was permitted 

to the mutual benefit of Canada and the United States. Continuing applications 
were made for general export of gas to supply The Montana Power Company's in- 
creasing market eiiremercer All applications of the Company and others were 
denied until the Alberta Board was satisfied that the existing reserves in Alberta, 
together with the rate of discovery of new reserves, had progressed to a point where 
it was established that this relatively small reserve located in a sparsely settled 
section of the Province was surplus to the present and future needs of Alberta and 


of eastern Canada. 


Gas Reserves 

According to our mest recent reserve estimate the gas supplies available to 
the Company in the United States approximate 274 billion cubic feet. Gas reserves 
estimated for Alberta fields now connected to the gathering system of Canadian- 
Montana Gas Company in the Pakowki Lake area approximate 261 billion cubic feet. 

The gas now being exported to Montana is producec from the Pendant d'Oreille, 


Manyberries, Smith Coulee, Black Butte and Comrey fields as indicated on Exhibit #1. 


Markets and Supply of Gas 


The total demand for natural gas on The Montana Power Company system during 
1957 was about 34.5 billion cubic feet, of which approximately 10.7 billion cubic 
feet was supplied from Canada. Exhibit #4 shows the annual market and supply fore- 
cast for the period 1957-1965, inclusive. The market estimate contemplates normal 
growth of the system at 3 per cent per year for all business, exclusive of major 
industrials. The Company recognizes, however, that there may be additional growth 
in its industrial customers, that new industries may be established, and that ad- 
ditional areas may be served which will increase the system gas requirements above 


those shown in Exhibit #4. 
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Exhibit #4 also shows the anticipated sources of supply necessary to satisfy 
the estimated market. For purposes of this submission we assume favorable action 
on the application of Alberta and Southern Gas Co., Ltd., which will deliver us an 
estimated 10 billion cubic feet per year starting in 1961, and extension of the 
Dominion license for export from the Pakowki Lake area. The important factor in 
Exhibit #4 is the amount of gas which will have to be obtained from unspecified 
sources starting in 1963. We feel that Alberta, because of its proximity to our 
service area, is a logical place to look for future supply. 

As shown by the findings of the Oil and Gas Conservation Board, the gas 
reserves of the Province are constantly being expanded as additional explceration 
and development takes place. The following table shows the trend of increase in 
gas reserves: 


Date of Board's 


Finding Reserve Found Increase 
January 1951 4.7 trillion ft. = 
March 1952 6.8 " n Bel 
November 1953 Lre5 " " 4.7 
November 1955 15.6 " " hel 
January 1957 Loe Hs a eel 

Increase in 6 years 13.6 


Local Alberta requirements for gas service in the Pakowki Lake area have been 
satisfied. Rural customers adjacent to the gathering system shown in Exhibit #1, 
and the hamlet of Manyberries, Alberta, are presently being supplied with natural 
gas service by Canadian-Montana Gas Company Limited a. 

The Montana Power Company's largest gas customer is The Anaconda Company, 
with mines at Butte and smelter and refining operations at Anaconda, East Helena 
and Great Falls. Gas has been supplied to the Anaconda Company operations since 
1931 when The Montana Power Company first entered into the natural gas business. 

| Anaconda's gas rate was increased at the time that gas export from Alberta 


started in 1952, from 12-1/2¢ per MCF to 20¢ per MCF. Anaconda has paid 23.5¢/MCF 
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for all gas used since approval of general export was granted in 1955. Effective 
January 1, 1958 the price for all gas has increased to 26¢/MCF. The increase to 
Anaconda Company, from 12-1/2¢ to 26¢ since the start of export of gas from Alberta 
has been 108%. 

We are informed that natural gas service to major industrial customers in 


the vicinity of Calgary is furnished at rates of approximately 16¢ per MCF. 


Gas From Alberta and Southern Gas Co., Ltd. Is Needed 


Prior to 1957 Canadian-Montana Pipe Line Company was actively endeavoring to 
acquire additional gas in Alberta for export to Montana to supply the increasing 
requirements of The Montana Power Company's systen. 

Pacific Gas & Electric Company became interested in acquiring a source of 
gas in Alberta to supply its market in Califomia. 

It became apparent that the requirements of both companies could best be 
supplied through a single project and that it would be to the best interests of 
both producers and consumers if one company did the purchasing, gathering and 
transmission of the gas so far as possible. This would enlarge the area in which 
it would be feasible to purchase gas and make possible the payment of higher prices. 
The joint use of gathering and transmission facilities would result in savings in 
construction, operation and maintenance costs and thus contribute to the economic 
feasibility of the project. 

In accordance with this plan Alberta and Southern Gas Co., Ltd. was organized 
to carry out the project in Alberta. This company has made contracts to purchase 
gas to supply the requirements of the utilities distributing gas in Edmonton and 
Calgary and also for resale ultimately to Pacific Gas & Electric Company and The 
Montana Power Company. 

An agreement has been made for the gathering and transmission of the gas in 


| Alberta by The Alberta Gas Trunk Line Company Limited, which will deliver the gas 


at points on the border of the Province. 
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Details of the Alberta and Southern Gas Co., Ltd. project, except for the 
Montana market requirements, are set forth in the brief of that company to your 
Commission, 

The Montana Power eotipary and its Canadian subsidiaries are able to meet all 
of their financial and operating obligations in connection with this project, as 
shown herein. An established market in Montana for the gas proposed to be exported 
from Alberta and the need for increased export is described in this brief. Exhibit 
#h sets forth the requirements of The Montana Power Company gas system proposed to 


be supplied from Alberta reserves. 


Conclusion 

As to the Pakowki Lake area, the latest reserve estimates indicate a 
relatively small reserve which is located in a sparsely settled area of the Province. 
The gas has previously been found to be surplus to the requirements of the Province, 
not desired as a source of supply for the local utilities, and not contributing to 
any other gas export project. As of January 1, 1958 approximately 18.5% of the 
estimated initial reserves of the five connected fields has already been produced. 
If Dominion export authorization is secured to conform to the term of permit granted 
by Alberta, the currently producing fields will be essentially depleted when the 
existing Alberta permit expires in 1974. The logical and intelligent future devel op- 
ment and operation of this area makes it important that the Dominion permit be 
extended to conform to that issued by Alberta. | 

As to the pending application for export of gas to be purchased under the 
contract with Alberta and Southern Gas Co., Ltd., Exhibit #4 submitted herewith 
demonstrates conclusively the availability of an established market. 


Exhibit #4 also shows that starting in 1963 additional gas supply is neces- 


sary to supplement the sources of supply now connected in Alberta and the United 
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States and the supply proposed to be obtained under the application of Alberta 
and Southern Gas Co., Ltd., pending before the Alberta Oil and Gas Conservation 
Board. The proximity of The Montana Power Company service area to available 
Alberta gas supplies points to the Province as the logical source of gas reserves 
necessary to serve approximately 250,000 Montana people. 

The continued development of oil and gas fields and the construction, 
maintenance and operation of facilities necessary to produce, gather and transmit 
the gas required by Montana will continue to contribute substantially to Canadian 


prosperity. | 


Respectfully submitted, 


CANADIAN-MONTANA PIPE LINE COMPANY 
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ALBERTA PETROLEUM AND NATURAL 
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THIS AGREEMENT, made and entered into this l4th day of 
June, 1950, by and between McCOLL-FRONTENAC OIL COMPANY, 
LIMITED, a corporation, hereinafter referred to as "'McColl'l, and 
UNION OIL COMPANY OF CALIFORNIA, a corporation, hereinafter 
referred to as "Union", both of said corporations being hereinafter 
referred to collectively as "Sellers", and THE MONTANA POWER 


COMPANY, a corporation, hereinafter called "Buyer", 


WITNESSE TA: 

WHEREAS, Sellers are the owners and holders, each as 
to an undivided one-half interest, of the oil and gas leases issued 
by the Crown in the right of the Province of Alberta, covering appro- 
ximately 151,070 acres of land, listed in Exhibit A attached hereto and 
made a part hereof and as shown colored yellow on Exhibit B attached 
hereto and made a part hereof; and 

WHEREAS, McColl is the owner and holder of similar oil 
and gas leases covering approximately 9,846 acres of land, likewise 
listed in Exhibit A and shown colored red on Exhibit B, and has the 
operating rights for both oil and gas upon 640 acres of land under an 
operating agreement with Hudson's Bay Oil and Gas Company, Ltd. 
and Imperial Oil Limited, dated November 12, 1943, which tract of 
land is shown on Exhibit B colored green; and 

WHEREAS, Sellers desire to sell to Buyer the aforesaid 
oil and gas leases and operating agreement, together with all gas 


wells located on said lands, including casing therein and equipment 


EXHIBIT NO. 3 
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appurtenant thereto owned by Sellers, (hereinafter sometimes collec- 
tively referred to as the Properties"), and Buyer desires to purchase 
the same from Sellers: 

NOW, THEREFORE, in consideration of the mutual cove- 
nants and agreements herein contained, the parties hereto agree as 
follows: 

by Subject to the terms and conditions herein contained, 
Sellers agree to sell to Buyer and Buyer agrees to purchase from Sellers 
the Properties, in consideration of the payment by Buyer to Sellers of 
the aggregate sum of $10,000,000, lawful currency of the United States 
ef America, in the manner and at the times hereinafter specified. 

a If and when the conditions precedent specified in Section 4 
hereof have been complied with by Sellers and by Buyer, respectively, 
then the purchase and sale herein provided for shall be consumated at 
10 o'clock A.M. on the first business day of the second month next fol- 
lowing the month in which such compliance is completed, At such time 
Sellers shall deliver to Buyer as hereinafter provided the aforesaid 
leases and operating agreement being assigned nd all necessary in- 
struments of assignment and transfer of the Properties and of the 
licenses, permits, consents and orders specified in Section 4 (a), 

and upon the necessary consents to and registration of such assign- 
ments and transfers having been obtained, Buyer at such time shall 


pay the initial installment of the purchase price, as follows - 
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To McColl, the sum of $1,100,000, and 
to Union, the sum of $900,000. 

The remainder of said consideration, to wit, the sum of 
$8,000,000 shall be paid, without interest to the maturity date of the 
several installments, as follows - 

Sixteen (16) annual installments of $275,000 each, to 

McColl, and sixteen (16) annual installments of $225,000 

each, to Union, the first of each of said annual install- 

ments to each of said Sellers to become due and payable 

on the first anniversary date of the payment of the ini- 

tial installments aforesaid. Provided, that any install- 

ment not paid at the maturity thereof shall bear interest 

thereafter until paid at the rate of four per cent (4%) per 

annum. 

All payments shall be made by check or draft of Buyer pay- 
able to the order of McColl or Union, as the case may require. Checks 
or drafts for deferred payments shall be mailed or delivered to Union at 
its head office, 617 West Seventh Street, Los Angeles 17, California, 
U.S.A., and to McColl at Montreal, Quebec, Canada, or at such other 
addresses as the Sellers, respectively, may designate in writing to Buyer. 

In the event Buyer is in default in the payment of any annual in- 
stallment to either Seller for more than thirty (30) days after written no- 
tice of such default is given Buyer, then all remaining unpaid deferred 


installments to such Seller shall, at the option of such Seller, become 


a VOL.[@ to awa a"? <ifeDel oT 
tO mits orl) , wenn) oF 
lo enue , Jiveod oar 1Sblanen bise lo ~sitismer aAT 


Wid yiTTL * | J26715i : iV , Ents : od [Taede. 


0990,.G£5a seertt és isidus (albasbiera br io jo 
ifatwni | T r : oO 
uhgdi3 i i> Sem J-ol avollac ts] lo nero ©) afters 
- : * 7 2 > “we - + = 
\ ue J 4 — if Ps I ¥ fi ia ‘ ni 4{TQ n 


Fata » Jed? ,. babivyoctt bi Sato aiteerilaiagl Tay 


A265). .97ps1 vem see5 off as .noigll 6 Vea ow we > dih aif of 4 


1s HOP 9? boivvileb xo belies sd flare Wastnved bes sHtal “oh afhend ie 
BIG IIGO TE aolagad eal .beonlé attr =W Tle dale : 
‘so fous ia ae ,80Dsae)) 990-4 ny LteevtqoM ja liat NP eh oY ferris A 


yuiliiw -m stengiaeb Vem .vieviioscaass 


“i? layvoe “tia To jn siryug sif, Mt Musteb wi et. nove sagve ald, a. - ow =e 


\ i iy re a P a on - 
~O0 pols w .4ahla aie (ve) $95 Rarll etoin »w) nail ag "9 P33 of Inaqntiag 


immediately due and payable, 

The time of the delivery of said instruments of assignment 
and transfer is sometimes hereinafter called the ''Time of Closing". 
The place of closing shall be Edmonton, Alberta, Canada. 

Da Sellers shall, except as hereinafter provided, keep 
or restore their respective oil and gas leases (including said operat- 
ing agreement) in or to good standing until the Time of Closing or un- 
til the obligation of the parties to purchase and sell the Properties is 
terminated as hereinafter provided - but it is agreed, however, that 
the expense of keeping said leases in good standing by future drilling 
or by the payment of rentals hereafter accruing shall be borne by Buyer; 
provided, further, that all rentals for the lease year current as of the 
date of this agreement shall be prorated between Sellers and Buyer 
as of said date. 

As soon as is reasonably possible after the date of this agree- 
ment, Buyer will advise Sellers in writing of the lands covered by 
said leases which Buyer desires to have excluded from the provi- 
sions of this agreement in order to avoid payment of rentals thereon, 
and thereupon such lands shall be excluded from this agreement. 

The parties hereto recognize that certain additional drill- 
ing should be done promptly to prove or disprove the gas-bearing 
qualities of certain acreage included in this agreement with a view 
to the reduction of rental thereon or the exclusion of the same from 


this agreement. McColl and Buyer will collaborate and McColl, for 
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the account and at the expense of Buyer, and for such purpose, will 

do such additional drilling as shall be designated by Buyer. Follow- 
ing the drilling of each successive well or wells and the resultant 
rental classification by the Department of Mines and Minerals, the 
Buyer will advise the Sellers of the land which it desires to have ex- 
cluded from this agreement and such lands shall thenceforth be exclud- 
ed from this agreement, 

4. The obligation of Buyer to purchase the Properties 
and pay the consideration therefor shall be conditioned upon (a) the 
procurement by Sellers, at their cost and expense, from the Province 
of Alberta and Canada of all necessary licenses, permits, consents 
and orders to remove gas from the Properties from the Province of 
Alberta into the State of Montana, and to construct and operate a pipe 
line for the transportation of gas from the Properties to the Interna- 
tional Boundary, and of the right to assign where necessary such 
licenses and permits to Buyer; and (b) the procurement by the Buyer, 
at Buyer's cost and expense, of all necessary permits, consents, or- 
ders and certificates from any and all State or Federal executive or 
regulatory authorities to permit the importation of said gas into the 
State of Montana, 

_ Sellers shall proceed with reasonable stoma after the 
date of this agreement to make application for all such licenses, per- 
mits, consents and orders as provided in (a) above, and such applica- 


: ° : a £ 4 
tions, or any thereof, may be made in the name of Sellers or in the 
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name of a corporation which is a wholly owned (except for qualifying 
directors’ shares) subsidiary of Buyer. Buyer shall, upon request 
of Sellers, cause the incorporation of such a subsidiary corporation 
which shall be qualified by law to hold property in the Province of 
Alberta either as an Alberta or a foreign corporation, 

sellers shall consult with Buyer in the preparation of such 
applications, and in connection therewith Buyer shall supply to Sellers, 
without cost to Sellers, all information reasonably within Buyer's po- 
wer to provide, including engineering data, the making of studies and 
other assistance reasonably necessary for use on such application, 

Buyer shall, on receiving notice that the foregoing permits, 
licenses and consents have been secured by Sellers, proceed with dili- 
gence to make application for all necessary permits, consents, orders 
and certificates from Federal and State regulatory bodies as provided 
in (b) above, and in connection therewith Sellers shall furnish Buyer, 
without cost to Buyer, such information Sellers may have at their dis- 
posal which may be necessary in preparing such applications. 

Dd. In the event applications for any of the above licenses, 
permits, orders or consents from the Province of Alberta or Canada 
or any of the consents, permits, orders or certificates from any State 
or Federal regulatory or executive governing authority are not granted 
on or before July 1, 1952, this agreement shall ipso facto terminate on 


such date, provided that if before such date any such application shall 
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have been substantively denied, Buyer shall have the right to termi- 
nate this agreement at any time after such denial upon written notice 
to Sellers, 

6. It is understood that the principal purpose of Buyer 
in entering into this agreement is the acquisition of the Properties 
as an additional reserve for the supplying, at a reasonable profit, 
of its customers with natural gas for industrial, commercial and do- 
mestic purposes by means of its presently existing transmission and 
distribution systems and any expansions thereof now being, or here- 
after to be, made. If, therefore, the permit to export gas from The 
Petroleum and Natural Gas Conservation Board of the Province of 
Alberta, the license to export gas from the Board of Transport 
Commissioners of Canada, or any permit for the construction and 
operation of said pipe line, imposes such conditions, limitations, 
restrictions, provisions or qualifications as to defeat the aforesaid 
purpose of Buyer in entering into this agreement, then Buyer may, 
unless such conditions, limitations, restrictions, provisions or qua- 
lifications be eliminated within ninety (90) days sie written notice 
thereof by Buyer to Sellers, terminate this agreement by giving Sel- 
lers written notice thereof within thirty (30) days after the expiration 
of such 90-day period. 

ce Sellers shall give Buyer true and correct copies of 
all applications filed by Sellers pursuant to the provisions of this 


agreement and Buyer shall give Sellers true and correct copies of 
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all applications filed by Buyer pursuant to the provisions of this 
agreement, Sellers shall furnish Buyer with officially certified 
copies of any orders, rulings or other action of any governmental 
authorities granting or denying any applications filed hereunder by 
Sellers, and Buyer shall give Sellers officially certified copies of 
any orders, rulings or other action by governmental authorities 
upon any applications filed by Buyer hereunder, 

ope In the event Sellers are unable to procure the ne- 
cessary consents to the transfer and assignment of the Properties 
or to the transfer of any export licenses, permits and orders grant- 
ed Sellers hereunder, then Sellers shall have the right to terminate 
this agreement upon ninety (90) days' notice to Buyer, unless with- 
in said 90-day period Buyer shall be able to obtain such consents. 

hp In the event of the consummation of the purchase 
and sale herein provided all revenues derived from the operation 
or sale or other disposition of any of the Properties, less any ex- 
pense, including royalties, incurred or paid in connection therewith 
by Sellers between the date of this agreement and the Time of Closing 
shall be for the account of Buyer, provided that no voluntary sale, 
operation or other disposition shall be made without the prior writ- 
ten consent of Buyer. 

10, Sellers covenant and warrant with and to Buyer each 
as to its respective interest in the Properties assigned and transferr- 


ed by Sellers to Buyer pursuant to the provisions of this agreement 
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that all such Properties shall, at Time of Closing, be free and clear 
of all taxes and other governmental impositions theretofore levied 
or assessed against the Sellers or said Properties, and of all mort- 
gages, liens and other encumbrances made, done or suffered by 
Sellers; subject to all rents and royalties thereafter payable as 
follows: namely, (a) rents and royalties reserved by the Crown 
leases; (b) a total of 16-2/3% under the operating agreement; and 
(c) an overriding royalty of 2-1/2% of oil and 1/4 cent per m.c.f. 

of gas payable to A.F. Mewburn in respect of 9,402 acres in the 
area colored yellow on Exhibit B; that they are the lawful owners 
of said respective interests in and to said Properties and have the 
lawful right to enter into this agreement with respect thereto and 

to assign and transfer the same, subject to necessary approvals 
and consents of governmental authorities or of others, pursuant 

to this agreement; that, at Time of Closing, all rentals and royal- 
ties payable up to such time under the oil and gas leases and operat- 
ing agreement which are assigned by Sellers to Buyer hereunder 
shall have been paid; that each and all of said oil leases and said 
operating agreement (and the oil and gas lease underlying the said 
operating agreement) shall, at Time of Closing, be in good standing 
and not subject to cancellation or termination for any default or fai- 
lure of Sellers to theretofore perform the terms and conditions 
thereof; that Sellers shall not have voluntarily surrendered to The 


Petroleum and Natural Gas Conservation Board of the Province of 
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Alberta any right to produce gas from the acreage agen penne prior 

to Time of Closing; that at Time of Closing no contract or agree- 
ment shail then subsist by which gas produced from any of the acre- 
age assigned is to be thereafter furnished, provided, sold or deliver- 
ed to any person other than Buyer for any purpose; and that Sellers 
will indemnify and save harmless the Buyer from any and all loss, 
damage, claims, accounts, demands, actions, rights of action and 
causes of action asserted by any and all persons whomsoever which 
result from a breach of any of the covenants or warranties in this 
paragraph contained. 

The covenants and warranties herein contained and the in- 
demnities herein provided are and shall be deemed to be several and 
not joint and the obligations hereunder of each Seller shall extend only 
to its respective interest herein described in the Properties assigned. 

It is agreed between the Sellers and the Buyer that the cove- 
nants and warranties contained in this Section 10 and the provisions as 
to consents to assignments contained in Section 6 hereof shall not apply 
to the surface leases or rights of entry held by the Sellers. The obliga- 
tion of the Sellers in respect of such surface leases and rights of entry 
shall be confined to assigning to the Buyer such assignable rights there- 
in as Sellers hold. 

he Buyer shall not assign this agreement prior to the pay- 
ment of the initial installments provided in Section 2 hereof without the 


prior written consent of Sellers, provided that Buyer may, at its election, 
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at any time assign this agreement to any corporation which is a 

wholly owned (except as to directors' qualifying shares) subsidiary 

of Buyer qualified by law to hold property in the Province of Alberta 
either as an Alberta or a foreign corporation. No assignment, how- 
ever, shall release Buyer from its obligation to pay Sellers the con- 
sideration for its purchase of the Properties as provided in this agree- 
ment. 

Sellers shall not, without the prior written consent of Buyer, 
assign any of their rights or obligations under this agreement prior to 
the sale of the Properties herein provided for. 

12. Concurrently with the closing, or as soon as is reason- 
ably possible, Sellers shall deliver to Buyer all books and records in 
their possession relating to the title to, exploration and operation of 
the Properties, including all geological information which the Sellers 
have relating to lands in the general area in which the Properties are 
located, including, but not limited to, logs, samples and cores, Buyer 
agrees to keep said books and records so delivered to it intact for a 
Pe eea ile period of time and each Seller shall have the right to in- 
spect the same and made copies thereof at any and all reasonable times. 

Hee In the event of any termination of this agreement in 
accordance with any provision hereof, neither Sellers nor Buyer shall 
be under any further liability to the other saving and excepting obliga- 
tions theretofore accrued, it being further agreed that no monies there- 


tofore expended by Buyer for drilling operations or for rentals shall be 
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refunded by Sellers to Buyer and any obligation theretofore incurred 
for such purposes by Sellers for the account of Buyer shall be paid 
to Sellers, subject further, however, to the prorating as of the date 
of termination of any prepaid rentals, 

14. Within ninety (90) days from the date hereof each 
Seller agrees to furnish each other and Buyer a certified copy of a 
resolution passed by its Board of Directors, authorizing or ratify- 
ing this agreement, and Buyer, within the same period of time, 
agrees to furnish to each Seller a certified copy of a resolution 
passed by its Board of Directors, authorizing or ratifying this 
agreement, 

IN WITNESS WHEREOF, the Sellers and Buyer have caus- 
ed this agreement to be signed, in triplicate, in their names by their 
Presidents or Vice Presidents, all as of the day and year first above 


written, 


McCOLL-FRONTENAC OIL COMPANY, 
LIMITED 


By /s/ J. M. PRITCHARD 
President 


UNION OIL COMPANY OF CALIFORNIA 


By /s/ A, C, RUBEL 
Vice President 


SELLERS 
THE MONTANA POWER COMPANY 


By /s/ F. W. BIRD 


ee 


President 


BUYER 
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EXHIBIT A 


Referred to in Agreement between 
McCOLL-FRONTENAC OIL COMPANY, 
LIMITED, UNION OIL COMPANY OF 
CALIFORNIA, and THE MONTANA POWER 
COMPANY, dated June 14th, 1950 


Lease Number Acres section Township Range Meridian 
69655 160 SW 17 1 8 4 
69858 160 NE 17 1 8 4 
T0772 2079 4,5,6 l 7 4 
70773 1600 2 1 3 4 
7 L t 4, 
70774 640 2 1 7 4 
70775 1920 1 eg a l 7 4 
70776 1400 1,2 1 8 4 
TO7T7T6A 700 3 1 8 4 
T0777 2106 4,5,6 l 8 4 
70778 640 ; ti 8 4. 
T0779 320 W1/2 11 l 8 4. 
TO779A 1280 1D, 2 i 8 4 
70780 1280 13, 14 i 8 4 
7O0780A 640 15 i 8 4 
70781 800 16, SE 17 l 8 4 
70782 800 NW 17%, 18 1 8 4 
70783 1920 19,20, 21 i 8 4 
70784 1278 23, 24 I 8 4 
70784A 640 22 1 8 4 
70785 800 25, NE 26 l 8 4 
70787 1280 29, 20 l 8 4 
70789 1920 34,35, 36 L 8 4 
Hudson's Bay 640 8 L 8 4 
72436 957 W1/2 4, 5 3 8 + 
72437 1928 Pokl g1be 3 8 4 
72438 1760 9,10,N1/2 & SE 16 3 8 - 
72439 1922 a ee re 3 8 4 
72440 1760 14,15,S1/2 & NW 22 3 8 “ 
72441 1920 19,20, 21 3 8 + 
72442 1280 23, 24 3 8 ~ 
72443 1280 21,34 3 8 4 
72444 1922 20, 29530 3 8 4 
72445 1921 31, 32,32 3 8 a 
72446 160 NE 26 3 s) 4 
72447 1278 4,5 4 8 “ 
72448 640 7 4 6) 4 
L ) 4 
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Lease Number Acres 


72450 
72451 
72452 
72453 
72454 
72455 
72456 
72457 
72458 
72459 
72460 
72461 
72462 
72463 
72464 
72465 
71415 

71374 
71382 

71387 

72470 


72471 
72472 
72473 
72474 
72475 
71395 
72476 
72478 
72479 
72480 
72480A 
72482 
72483 
72484 
72487 
72488 
72490 
72494 
72495 
72496 
72497 
72498 
72499 


1926 
1288 
641 
1279 
1440 
1280 
640 
1920 
1924 
1920 
1920 
1921 
1280 
1920 
1280 
640 
1920 
160 
160 
640 
1918 


1596 
1274 
1437 
639 
1902 
636 
1584 
1920 
1920 
640 
640 
640 
1922 
1924 
644 
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t Dated June 147/060 


YEAR 


Annual Market 


Supply from U.S. Source 
Supply from Canada 
Pakowki Area 
Alberta & Southern Contract 
of October 15, 1957 
Additional Supply Required 


TOTAL 


1957 
(Actual) 


34,538,662 


23,772,669 


10,765,993 


1958 
36,917,000 


22,457,000 


14,460,000 


ANNUAL MARKET & SUPPLY FORECAST 
EXCLUDING LEWISTOWN PROJECT 


ALL GAS IN MCF G 14.4 PSIA 


ee 
38,859,000 


22,019,000 


16,840,000 


1960 
39,776,000 


22,419,000 


17,357,000 


1961 
40,160,000 


15,305,000 


14,770,000 
10,085,000 


1962 
43,656,000 


17,766,000 


15,805,000 
10,085,000 


3h 538,662 


36, 917, 000 


38,859,000 


39,776,000 


43,656,000 


1963 1964 
4,350,000 45,065,000 


17,849,000 17,642,000 


15,288,000 15,288,000 
10,085,000 10,085,000 


1,128,000 _2,050,000 
4,4350,000 45,065,000 


EXHIBIT No, 4 


1965 
45,801, 000 


16,503,000 


15,288,000 
10,085,000 


3,925,000 
45,801,000 
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COMMON STOCK 


Registrar & Transfer Company 
New York, N. Y. 


Office of the Company 
Butte, Montana 
PREFERRED STOCK 


Registrar & Transfer Company 
Jersey City, N. J. 


Office of the Company 
Butte, Montana 


COMMON STOCK 


Corporation Trust Company 
New York, N. Y. 


Metals Bank & Trust Company 
Butte, Montana 
PREFERRED STOCK 


Corporation Trust Company 
Jersey City, N. J. 


Metals Bank & Trust Company 
Butte, Montana 


"HIGH LIGHTS OF THE YEAR 


Operating revenues reached an all-time high of $39,167,184, up two million dollars over 1955 
and more than double the revenues of 10 years ago. 


Income available for common dividends was $3.23 per share, an increase of 21 cents over the 
previous year. 


We now serve 141,143 electric and 51,465 natural gas customers, having added 3,905 electric 
customers and 6,207 gas customers in 1956. 


Electric energy sales exceeded three and one-half billion kilowatt-hours, up 6.3% over 1955. 


Residential electric customers increased 3.1% and residential electric revenues were up 8.1%, 
continuing a trend that has been established in the last 10 years. 


Average annual use of residential electricity increased to 3,471 kilowatt-hours per customer, 
16.5% above the national average. 


The average cost of residential electricity dropped to 2.19 cents per kilowatt-hour, which is 15.4% 
below the U.S. average. 


Construction of the 60,000-kilowatt Cochrane hydroelectric development was initiated, with 
completion scheduled by the end of 1957. 


More than 450 miles of natural gas transmission and distribution lines were built, and gas 
service was made available to 13,850 new customers in eight cities of Montana. 


The Company’s 1956 activities were the result of and were geared to the steady growth and 
progress of Montana, which has continued in the same pattern during the last decade. 


RESIDENTIAL ELECTRIC REVENUES COMMERCIAL ELECTRIC REVENUES 
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LETTER FROM MANAGEMENT 


Your Company in 1956 recorded all-time rec- 
ord highs in every department of its operations, 
continuing the pattern of growth and expansion 
that has characterized its business during the 
last decade. This steady progress, which your 
officers and directors expect to be maintained, 
reflects the spirit of Montana and the opportuni- 
ties that are constantly being realized. 

Operating revenues totaled $39,167,184, an in- 
crease of 5.6 per cent or $2,000,000 over the 1955 
total. Electric revenues were up 7.3 per cent to 
$28,786,664, while natural gas revenues, in- 
fluenced by unusually warm weather, increased 
only 1.6 per cent to $9,854,723. 

Extension of service to new areas, general 
system growth and the addition of nearly 4,000 
new electric customers and 6,200 new gas cus- 
tomers were reflected in operating expenses, 
which increased 6.8 per cent to $12,949,793. While 
this increase was anticipated due to higher labor 
and material costs, added purchases of power 
and extension of natural gas service to eight 
new communities, your Company continued its 
policy of tight budget control and constant 
supervision of expenditures so that it was able 
to bring 20.5 per cent of its revenue down to net 
income available for common dividends, com- 
pared with 20.2 per cent carrydown in the pre- 
vious year. 

The net available for common dividends in 
1956 was $3.23, an increase of 21 cents or seven 


per cent over the previous year’s figure of $3.02. 
This figure does not include earnings which are 
represented by the Company’s natural gas rate 
increase. These are not included in revenues. 

Your Company’s constantly-expanding busi- 
ness carries with it an enormous requirement in 
new plant and property necessary to provide 
fine service to an increasing number of electric 
and gas customers. Investment in new plant 
and property during 1956 totaled $16,625,000, 
bringing to just under $99,000,000 the amount of 
money that has been invested by your Company 
in the last 10 years. 

The requirement will be even greater in 1957 
and a construction budget of $21,000,000 is an- 
ticipated. It is the present intention of your 
officers and directors to obtain money needed 
to pay for construction through bank borrow- 
ings or the sale of long-term securities as the 
market indicates. 

Another heavy requirement is in taxes, which 
in 1956 took $11,748,512 or 30 cents out of every 
dollar of revenue your Company took in. 

The trend toward industrial development in 
Montana has been growing in importance 
throughout the last decade, and 1956 saw a 
number of substantial new industries initiated. 
Some evidence of the state’s general growth and 
progress will be found on Pages 8 and 9 of this 
Report. 

Industrial development and the general ex- 
pansion of the State’s economy have been re- 
flected in a steady population increase. Mon- 
tana now has 675,000 people, which represents 
a 14 per cent gain over 1950. 

To adequately meet the increased demand for 
electric power that is the natural consequence 
of such development, your Company has started 
construction of a 60,000-kilowatt hydroelectric 
development near Great Falls. Completion of 
this plant at the end of 1957 will maintain the 
Company’s position of always having more 
power than is needed so that it has room to 
grow and serve new customers. 

During the year, your Company also nego- 
tiated a new firm power contract with Bonne- 
ville Power Administration, assuring a supply 
of 50,000 kilowatts of power for a 20-year period, 
and contracted with the Bureau of Reclama- 
tion to purchase 25,000 kilowatts of power for 
its Havre-Whately area in the northern section 
of the state. 

On April 23, 1956, the Federal Power Com- 
mission issued your Company a 50-year license 
covering its eight existing hydroelectric de- 
velopments on the Madison and Missouri Rivers 
and the new Cochrane plant, which is under 
construction. The securing of this consolidated 


Berkeley Pit: Anaconda Company uses electric shovels 
to dig low-grade copper ore from famous Butte Hill 


license, which climaxed 14 years of negotiation 
and litigation, is regarded as one of the most 
important accomplishments of the year from 


the standpoint of its future effect on the opera- 
tions of your Company. 

Noteworthy in your Company’s natural gas 
activity was the extension of service to eight 
Montana communities which previously had 
not been served. This program, details of which 
may be found on Pages 6 and 7, will have an im- 
portant beneficial impact in future years as 
the load builds up in those areas. 

To provide additional sources of supply for 
the Company’s growing gas system, the Many- 
berries field was connected during 1956 and 
the newly-developed Comrey field will be con- 
nected in 1957. Your Company also has nego- 
tiated the purchase of gas reserves and two pro- 
ducing wells from the California-Standard Com- 
pany in the Pakowki Lake area. All of these 
developments are in Canada. 

Your Company’s policy will be to continue to 
carry on substantial programs of exploration, 
development and purchase so that the gas re- 
serves available to its customers are constantly 
being increased. It is expected that this pro- 
gram will be centered in Canada, Montana and 
Wyoming. 

The Montana Supreme Court on March 19, 
1957, affirmed the order of the Montana Public 
Service Commission and the District Court in 
granting your Company an increase in natural 
gas rates. The protestant in the case had 10 days 
from that date in which to petition for a re- 
hearing. The general rate increase was granted 
by the Public Service Commission on August 
5, 1953, but the order was appealed by the then- 
Attorney General of Montana and had been in 
the courts since that time. The original order 
was re-affirmed by the Commission and the 
District Court in 1955. 

As the charts on Page 1 indicate, your Com- 
pany’s electric business has been growing at a 
steady and completely satisfactory rate for 
many years. This residential and commercial 
business is a reliable indicator of the general 
business progress and growth in the Company’s 
service area, and the appraisal of your officers 
and directors leads them to believe this steady 
growth will continue in the future. Conse- 
quently, there is nothing in the picture to dilute 
the confidence which all of us have always had 
in the future of Montana. 

The increase in revenues and the control of 
expenses which are apparent in the Company’s 
financial statement is partially due to the ef- 
ficiency, industry, loyalty and cooperation of 
our employees. The directors and officers wish 


Chairman of the Board 
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Verdant PJains: Clover stretches over the landscape 
near Red Lodge. Livestock grows fat on this fare 


to express their appreciation for this fine spirit 
of teamwork and morale. 

Norman B. Holter, a valued member of the 
Company’s board of directors for nearly 22 
years, died February 9, 1957, on his 89th birth- 
day. His extensive knowledge of Montana’s 
business and industrial economy and his life- 
long devotion to the development of his native 
State gave him a rich background on which to 
base policy decisions. In his passing, Montana 
and the Company have lost a pioneer who made 
outstanding contributions to the progress of 
both. 

The Pacific Northwest Power Company, in 
which your Company has a one-fourth interest, 
has completed hearings before the Federal Pow- 
er Commission on its application for a license 
to construct and operate the Mountain Sheep 
and Pleasant Valley hydroelectric projects on 
the Snake River in Idaho. Because of the tre- 
mendous importance of these projects in meet- 
ing the power requirements of the Northwest, 
the sponsoring companies are pressing forward 
with plans and hope for an early approval of 
the license. The two projects will produce ap- 
proximately 1,200,000 kilowatts of power, of 
which nearly 300,000 kilowatts will be available 
for use in Montana. 

Pacific Northwest Power Company’s new 
president is John J. Burke, chairman of the 
board of the Metals Bank & Trust Company of 
Butte, who for many years has been a business 
and civic leader in Montana. Mr. Burke suc- 
ceeds Kinsey M. Robinson, president of Wash- 
ington Water Power Company, who becomes 
chairman of Pacific Northwest’s board. 


Submitted by order of the Board of Directors. 


President and General Manager 


ELECTRIC OPERATIONS .... . Work Started on Cochrane Plant 


To meet the growing demand for electric 
power in Montana, the Company in 1956 started 
construction of its 14th generating plant, the 
60,000-kilowatt Cochrane hydroelectric develop- 
ment on the Missouri River near Great Falls. 

Ground-breaking ceremonies were conducted 
at the site on October 6, with Governor J. Hugo 
Aronson heading the list of dignitaries who par- 
ticipated. Construction of the project is on 
schedule, with the cofferdam completed and ex- 
cavation of the power house section under way. 

The construction schedule calls for completion 
of Cochrane by the end of 1957. When the plant 
goes into production, it will increase the Com- 
pany’s system capability to 671,000 kilowatts, 
of which 220,000 kilowatts will be concentrated 
in the Great Falls area. 

Indicating the growth of power requirements 
which prompted the new development, the Com- 
pany’s 1956 system peak was 528,000 kilowatts, 
an increase of 11,300 kilowatts over the previ- 
ous year’s peak of 516,700 kilowatts. The de- 
mand continued to climb at the outset of 1957, 
with a peak of 539,000 kilowatts being recorded 
late in January. 

The Company has negotiated a firm power 
contract with the United States Bureau of Recla- 
mation to provide an additional source of sup- 
ply for the Havre-Whately area in northern 
Montana. Under this contract, the Company is 
purchasing 25,000 kilowatts of power from Fort 
Peck and Canyon Ferry. The contract is for a 


period of six years and thereafter until can- 
celled on one year’s notice. Under the contract, 
the Company also has the right to transmit over 
the Bureau of Reclamation line between the 
Fort Peck and Rainbow power plants any power 
needed to meet our requirements in the area 
beyond the amount supplied by the Bureau. 

To take advantage of this source of power, 
the Company has constructed a large substa- 
tion at Havre. 

The Company also executed a new 20-year 
contract with Bonneville Power Administration, 
under which we are purchasing 50,000 kilowatts 
of firm power. The 20-year agreement replaced 
a five-year contract for the same amount of 
power, which was entered into in 1950. 

As another means of improving power supply, 
7,500 feet of pipeline at the Madison hydro- 
electric plant were replaced and the dam was 
repaired and reconditioned. 

Deliveries of power to the Pacific Power & 
Light Company’s system in Wyoming were in- 
augurated December 20. Under a cooperative 
arrangement, Pacific constructed a 161,000-volt 
transmission line from Billings to the site of the 
proposed Yellowtail dam from which point 
power is transmitted to Wyoming over facilities 
of the Bureau of Reclamation and Pacific. Our 
Company will supply power to Pacific for use 
in Wyoming until the fall of 1958 when Pacific’s 
new steam-electric plant at Glenrock, near Cas- 
per, is completed. 


Cochrane Project: Construction is speeded to assure 
Montanans of extra power during winter of 1957-58 


Communications: The Company’s microwave system, 
to be nation’s largest of its kind, will speed operations 


Switchyard: Nerve centers like this one at Rainbow 
keep Montanans in power in 90,000-square-mile area 


State Capital: Main street in progressive city of 
Helena traces Last Chance Gulch of gold-mining days 


In addition to energy sales on our own system: 
and to Wyoming, the Company in 1956 sold 
627,843,000 kilowatt-hours of surplus energy to 
utilities in Utah and Washington, obtaining 
revenues of $1,852,974. This power is surplus to 
the requirements of the Company’s Montana 
customers but can be called upon at any time 
the need exists in Montana. 

Late in the year, Bonneville Power Adminis- 
tration curtailed deliveries of interruptible 
power to the Anaconda Aluminum Company at 
Columbia Falls. Our Company made up the 
deficiency under a contract we have with Ana- 
conda Aluminum Company to furnish power 
whenever BPA is unable to supply its total 
requirements. 

The year also marked the completion of the 
north leg of the new microwave system which 
is being installed to provide telemetering and 
dispatching of electric and natural gas opera- 
tions, as well as providing communications be- 
tween the general office and division and 
operating points. The west leg of the micro- 
wave system will be installed in 1957 and the 
final installation of the east leg will be com- 
pleted in 1958. 

Extensive general improvements were made 
in the electric system during the year. Twenty 
miles of transmission line in the Bitter Root 
valley were reconditioned, doubling the capacity 
of that part of the line. New substations were 
installed at Billings and Great Falls to serve 
general business and at Butte to supply the Ana- 
conda Company’s Northwest Project, now in the 
development stage. Substation capacity was in- 
creased in Anaconda to serve expanded smelter 
operations, as well as in Havre and the Philips- 
burg area. 

Throughout the system, 162 miles of distribu- 
tion lines were installed, reflecting the constant 
growth and expansion that is going on in the 


Company’s service area. At the same time, ap- 
proximately 1,630 new street lights were in- 
stalled in a number of communities and it is esti- 
mated that about the same number will be 
added in 1957. 


The Company carried out an expanded sales 
program during the year, with special emphasis 
on three promotional campaigns. These were 
the “live Better Electrically” campaign, the 
“Housepower” program and a special time-pay 
wiring plan by which the Company, working 
with electrical contractors and the banks, is fa- 
cilitating the modernization of residential home 
wiring by customers on the system. Special sales 
campaigns carried on in the Billings and Great 
Falls divisions in cooperation with dealers and 
distributors resulted in 4,834 new major electric 
appliances being installed in those two areas. 


The Company has 36 customer service ad- 
visors and six home service advisors, working in 
the divisions under the coordinated program of 
the sales department. These employees made 
more than 100,000 contacts with customers and 
potential customers during the year. 

Major project scheduled in 1957, in addition 
to the Cochrane plant, will be the start of con- 
struction of a second 161,000-volt transmission 
line from the Kerr hydroelectric plant to Ana- 
conda. The Kerr-Missoula section will be built 
during the coming year, with the Missoula-Ana- 
conda section to be completed in 1958. 


Electric revenues in 1956 increased 7.3 per 
cent over the previous year, reaching a record 
high of $28,786,664. Energy sales also were at 
an all-time high of 3,576,169,000 kilowatt-hours, 
up 6.3 per cent over 1955. The Company now 
serves 141,143 electric customers, an increase 
of 2.8 per cent over the previous year. Resi- 
dential customers now total 120,921, up 3.1 per 
cent over 1959. 


NATURAL GAS OPERATIONS .... . Expansion Is Keynote 


Expansion was the keynote of the Company’s 
natural gas operations in 1956. 

More than 450 miles of transmission lines and 
distribution mains were constructed as eight 
Montana communities were added to the gas 
system. These lines ultimately will serve ap- 
proximately 13,850 new customers. 

At the same time, new sources of supply were 
being tapped in Canada under the Company’s 
program of exploration and development. 

Missoula, the state’s fourth largest city with 
a population of 37,240, was connected to the gas 
system on June 25. During construction of the 
line to Missoula, the town of Drummond began 
receiving gas service on June 4. Service to Mis- 
soula and Drummond is provided through a 76- 
mile, 12-inch line connecting with the Com- 
pany’s 20-inch system near Deer Lodge. 

Late in the summer, 43 miles of 8-inch line 
were installed from Missoula into the Bitter 
Root valley, and service was initiated in the 
towns of Hamilton, Stevensville and Corvallis 
on September 19. 

A 75-mile, 6-inch line also was laid from the 
Big Coulee gas field in central Montana to the 
towns of Lewistown and Harlowton. Service 
was initiated in Harlowton on Cctober 24 and 
in Lewistown on December 3. 

The Lewistown-Harlowton gas system is sepa- 
rate from the Company’s main operations and 
is supplied entirely from the Big Coulee field, 
11 miles south of Ryegate. The field at present 
has three producing gas wells, one owned by 
The Montana Power Company and two operated 
by the Northern Natural Gas Producing Com- 


New Gas Town: Crews pushed natural gas line early 
in 1956 to Hamilton, in prosperous Western Montana 


pany, from which Montana Power purchases 
gas. A plan is being worked out now to operate 
the field as a unit. 


The other gas system extension during the 
year was to the town of Augusta, north of 
Helena, which began receiving service on Sep- 
tember 19. 


Representatives of the sales department con- 
ducted extensive customer contact work during 
the year, principally in connection with the 
initiation of natural gas service in the communi- 
ties being served for the first time. A total of 
12,422 applications for gas service within two 
years was secured from new customers, repre- 
senting 86 per cent of the potential customers 
in these new areas of the system. Personal con- 
tacts resulted in the addition of 6,224 new gas 
users during the first vear. The sales depart- 
ment has outlined a program of contacts in 1957, 
designed to convert the remaining applicants 
into users. 


Three new Canadian sources of supply were 
brought into the natural gas picture during the 
year. 

Construction of 32 miles of gathering system 
connected the Manyberries field to the Com- 
pany’s production resources. This field, approxi- 
mately 20 miles northeast of Pendant d’Oreille, 
is part of the Pakowki Lake reserves and was 
included in the original purchase in 1950 but 
withdrawals from Manyberries field were ex- 
cluded prior to the time the Company received 
a general export permit from the Canadian 
Dominion Government. 

During 1956, the Company also developed an 
entirely new gas reserve in the Comrey field, 
southeast of Pakowki Lake. Three producing 
wells have been drilled to date. In 1957, the 
Company plans to construct gathering lines to 
connect the Comrey field to our system. 

The Company early in the year purchased 
from the Texas Company all of the gas wells, 
reserves and gathering lines of that company 
in northern Montana, from which we already 
were purchasing gas. 

Late in the year, the Company purchased the 
gas reserves and two wells owned by the Cali- 
fornia Standard Company in the Foremost field 
of southeastern Alberta, Canada. Further de- 
velopment of this field will be carried on in 1957, 
and gathering lines will be constructed to con- 
nect it to our present system. 

Exploratory rights under reservation or li- 
cense status have been acquired in 105,600 acres 
in southeastern Alberta. Preliminary geological 
and geophysical work has been undertaken in 
several areas preparatory to setting up a 1957 
drilling program. 

Work on the Madison gas storage project con- 
tinued. Twelve wells were drilled to determine 


Pushing Ahead: 227 miles of transmission lines pierced 
plains, mountains during major expansion project of 1956 


Lewistown School: Big Coulee natural gas field supplies 
Central Montana communities of Lewistown and Harlowton 


the geology of the area, and at the close of the 
year, eight wells had been connected for injec- 
tion and withdrawal use. The winter of 1956-57 
has provided a major test for the Madison stor- 
age reservoir, which is located between Butte 
and Bozeman, and performance of the field dur- 
ing peak delivery periods has been successful. 
Gas was withdrawn from the storage wells dur- 
ing 12 days of November and December and 
during the month of January. Storage has been 
called upon during these periods to provide up 
to 5% million cubic feet of gas daily to help 
meet peak requirements on the system. 


A pipe replacement program has been started 
in gas distribution systems in northern Mon- 
tana, and, to date, more than two miles of mains 
have been replaced in the towns of Chinook, 
Havre and Conrad. At the same time, a consider- 
able amount of special maintenance work was 
carried out on transmission lines in that area of 
the system. 


During the year, the natural gas laboratory in 
Butte tested 371 new gas appliances. This pro- 
gram was instituted several years ago to assure 
minimum appliance performance standards and 
safety precautions for equipment being installed 
on our system. 


Major service extension in 1957 will be con- 
struction of 20 miles of 8-inch line tapping the 
Deer Lodge-Missoula transmission line and de- 
signed to supply natural gas to the Waldorf 
Paper Company pulp mill west of Missoula. The 
communities of Bonner, East Missoula and Mill- 
town also will be served from this line. 


Gas contracts have been made with the Wal- 
dorf Paper Company, and with the U.S. Gyp- 
sum Company to supply its plant at Heath and 
the American Crystal Sugar Company to supply 
its plant near Missoula. New contracts also were 
made with Victor Chemical Works to supply its 
elemental phosphorus plant near Butte and the 
Ideal Cement Company for its plant at Trident. 


During 1957, the Company expects to con- 
tinue its exploration and development program, 
principally in Canada, in line with its policy of 
developing new gas reserves to supply its con- 
stantly-increasing system. 

Due to unusually warm weather during the 
early part of the year and in the fall season, 
natural gas sales and revenues were up only 
slightly in 1956. Revenues for the year were 
$9,854,723, an increase of $151,433 over the previ- 
ous year, and sales totaled 32,794,485,000 cubic 
feet, an increase of just under 1 per cent over 
1955. These, however, were all-time highs for 
the Company. 

The Company now serves 51,465 natural gas 
customers in 50 communities of the state, an in- 
crease of 13.7 per cent over the previous year. 


NATURAL GAS CUSTOMERS 


Thousands of Customers 


1952 —Ss«1953 1954 1955 1956 


New Building: Modern business structure is 
typical of growth and expansion being shown 
in Missoula, one of communities in which 
natural gas service was initiated in 1956 


A GROWING MONTANA ...... 


Montana’s economic picture remained clear 
and bright in 1956, and the expanding industrial 
development for which the State has such broad 
opportunities showed marked progress. 

A number of important new industries began 
operations during the year, and ground was 
broken for several others. 

One of the principal new industrial enter- 
prises is the Waldorf Paper Company’s pulp 
mill, now under construction 13 miles west of 
Missoula. This plant, which will have a capacity 
of 250 tons of pulp daily, is Montana’s first such 
operation. Electric and natural gas service will 
be supplied by The Montana Power Company. 

Other significant new industries include Koal 
Krudes, Inc., which will manufacture tar and 
char from coal near Red Lodge; Timberweld 
Manufacturing Company, which will fabricate 
laminated wood beams at a new plant in Colum- 
bus; Montana Sulphur and Chemical Company, 
which is producing elemental sulphur for the 
pulp and paper industry at its plant in Billings; 
Montana Concrete Industries, which is making 
concrete products from slag at the nearby phos- 
phorus plant at Silver Bow; Forman, Ford & 
Company, which will manufacture paints and 
paint pigments at Great Falls, and the Viva 
Stone Flour Mills, which makes flour and cere- 
als at Lewistown. 

The advent of natural gas in Missoula has led 
directly to a new industry in that community. 
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Black Gold: Resource-rich Montana counts oil 
high on hst of products that bring industry 


Insurance: Symbolizing faith in the future of the state 
where it started, Western Life Co. builds in Helena 


The Bradley Neon Company has announced the 
formation of a gas kiln operation which will 
manufacture porcelain enamel on aluminum 
products. This plant is the first of its kind in 
the Pacific Northwest. 

Value of production in Montana remained 
above the $950,000,000 level during 1956. 

Notable gains were made in the oil and gas 
industry, which had a 27 per cent increase in 
the value of production, and in the mineral in- 
dustry, where value of production went up 
nearly 16 per cent, compared with 1955. The 
1956 value of production in the mineral industry 
was $150,644,598, up more than $20,000,000 over 
the previous year, while value in the oil and 
gas industry went up to $64,509,300, an increase 
of $13,757,000 over 1955. 

Oil production during 1956 totaled 21,700,000 
barrels, an all-time high for Montana and an 
increase of 6,000,000 barrels over the 1955 figure. 

Mining activity in the Butte area showed a 
substantial increase over the previous year. 
Copper production totaled 96,898 tons in 1956, 
an increase of 15,356 tons over the 1955 total, 
while zinc production amounted to 71,865 tons, 
up 3,277 tons over the previous year. 

One of the major factors in the increased cop- 
per production was the Anaconda Company’s 
new Berkeley Pit, which reached a high level 
of production in 1956 and which is expected to 
reach its maximum production of 17,500 tons 


-..,... Industrial Development Spotlights Economic Picture 


per day in mid-1957. This open-pit mining 
operation for the recovery of low-grade copper 
ore utilizes huge electric shovels. 


Lumber, manufacturing and the tourist in- 
dustry continued to record steady gains during 
the year. The agriculture and livestock industry 
continued to be a major factor in the State’s 
economy, representing 46 per cent of the total 
value of production. The value of farm crops 
in 1956 amounted to $281,520,000, while livestock 
and livestock products accounted for $155,- 
247,000 of value. 


Department store sales, a good indicator of 
retail trade activity, were up 5 per cent over 
1955 levels. 


Montana’s 1956 population was estimated by 
the Montana Bureau of Vital Statistics at 
675,000, an increase of 15,000 over the 1955 
figure. 


Billings and Great Falls continued to lead the 
State in population increases. The 1956 popula- 
tion of Billings was estimated at 63,338, up 
nearly 5 percent over the previous year, while 
Great Falls recorded 59,133 residents, also an 
increase of 5 per cent in the past year. 

Other population leaders, all with increases 
over the previous year, are Butte, 52,486; Mis- 
soula, 37,240, and Helena, 25,178. All of these 
cities are in The Montana Power Company’s 
service area. 


Timber-r-r-r: Thousands of square miles of marketable 
forests attract new industry to Montana Power system 


Eat More Beef: Montana’s thriving cattle industry provides 
meat for nation’s tables. This ranch is in Bitterroot Valley 
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FIVE YEARS AT A GLANCE 


1956 

Blectrics Rev. enilles messes ener $28,786,664 
Natural Gas) REVeniles irene enn $ 9,854,723 
@thers REV EM UC Sica eee $ 525,797 
Total Operating REVe mes se cee ee $39,167,184 
@perating) Ex pemSes\ eee eee $12,949,793 
TT EXC SU os Boe eee ae eer ee $11,748,512 
Income Available for Common Stock........ $ 8,020,981 
Income per Share of Common............-...-.-- $ 3.23 
Dividends per Share of Common..............- $ 1.80 
Totals Hlectrics C ONSUMICT Siesee seater 141,143 
Electric Sales, KWH (000’s)* ...............------- 3,576,169 
Naturale Gash CUStOMICI:S te eeeeceereera 51,465 
Gas Salles se lViC ieee eee 32,794,485 
Residential Electric Service: 

Customers ..... Fe ae a ae ene ee ene 120,921 

Annual Use per Customer, KWH...........- 3,471 

Gost per KWH pee 2.19¢ 
Generating Capability, KW -.........--------- 611,000(1) 


* Excludes Interdepartmental. 


1955 


1954 1953 1952 
$26,828,967 $23,424,381 $23,758,938 $23,252,839 
$ 9,703,290 $ 6,918,447 $ 6,932,157 $ 7,001,230 
$ 568,204 $ 542,064 $ 530,220 $ 527,324 
$37,100,461 $30,884,892 $31,221,315 $30,781,393 
$12,119,834 $10,363,683 $10,588,046 $ 9,677,765 
$11,175,508 $ 8,887,149 $ 8,823,297 $ 9,335,205 
$ 7,511,339 $ 6,281,218 $ 6,491,303 $ 6,681,476 
$ 3.02 $ 2.53 $ 2.62 $ 2.69 
$ 1.65 $ 1.60 $ 1.60 $ 1.40 

137,238 132,744 129,229 125,476 
3,365,435 2,820,000 3,001,234 2,909,264 
45,258 43,547 37,043 36,136 
32,769,011 22,824,468 22,888,430 23,262,727 
117,332 113,234 110,240 106,884 
3,241 2,942 2,672 2,919 
2.24¢ 2.33¢ 2.40¢ 2.44¢ 
586,000 586,000 (2) 526,000 (3) 476,000 


(1) Includes 25,000 KW under firm purchase contract with Bureau of Reclamation. 


(2) Kerr unit No. 3 completed in 1954. 


(3) Includes 50,000 KW under firm purchase contract with Bonneville Power Administration. 


STOCK OWNERSHIP 


The steady gain in Montana ownership of the 
stock of The Montana Power Company, which 
has been apparent in past years, continued dur- 
ing 1956, and 35 out of every 100 stockholders at 
the present time are residents of this State. The 


COMMON STOCK Shareholders 
Tram VOU 1 1 eee 4,648 20.5% 
In 11 western states...............- 8,979 39.7% 
Invothero (Staves =e 13,495 59.6% 
Outside the U; S22. 155 0.7% 
Total shareholders ...........- 22,629 100.0% 

$6 PREFERRED STOCK 

*In Wontand oe es ee 6,738 67.8% 
In ti western states ees 8,882 89.5% 
In other 37: states...0..= == 1,016 10.2% 
Outside the US:..222 = 33 0.3% 
Total shareholders ...........- 9,931 100.0% 


*Included in totals for 11 western states. 


a 


gain was notable in common stock ownership, 
890 new Montana shareholders having been 
added in the last five years. 

At the end of 1956, the Company had 32,886 
shareholders, of whom 11,591 lived in Montana. 


$4.20 PREFERRED STOCK 


iba) INCCV AED NEY, anne see ecter reece 205 62.9% 
In 1lwestern statess= = 234 71.8% 
InmotherEciestalcs=—======= 92 28.2% 
Outside the Ul Se Oe = 

Total shareholders ............ 326 100.0% 
ALL COMMON AND PREFERRED 

Tin Montana. ee 11,591 35.2% 
Invidmwestennstalcss 18,095 55.0% 
In other 37 states. en 14,603 44.4% 
Outside the Wise 188 0.6% 

Total shareholders ............ 32,886 100.0% 


THE CUSTOMER'S DOLLAR... 


ELECTRICITY Ix 


|| MATERIALS 
| ®e suppties 


STEAM HEAT PED. DIVIDENDS 7 


WATER, ETC. 


SIMPLIFIED FINANCIAL STATEMENT 


... AND HOW IT WAS USED 


WE RECEIVED FROM ALL SOURCES: 
ISAS“ ee Sen 2 em te ery nce er Se ee ee Sr $28,786,664 
INSURE WSU SENS see Aa ceo ne 2 ee ne enn POs 9,854,723 
Steam neat water, manuractured gas, telephone... 2-222. 529,197 
INURL EOUIEOI EO DEL ALON Seam eret eine kc eke ab enter 127,378 
LOMO tehES OULLCCS——=11 Ck sea eeuee ener eeenen een ee 84,788 
NTC Gr C23 ee ae ec oe eg gc tat Sera deena eden $39,379,350 
WE SPENT FOR: 
*Wages, salaries, social security contributions and pensions................ $ 6,279,094 
Materialsesupplies, insurance and iother €xpenses.....2 2 6,736,092 
(EA Cc Ce et ees ok tae ee Oe ee Te eC e ES RAE 11,683,119 
Wear and tear on property and using up gas reserves......................... 3,278,950 
PATE C OLA 0 tee eee ee ee a AS oe cee Acre . $27,977,255 
WEES VUNG ee BALA NC Ee O Fie ogee ee $11,402,095 
Which was used for: : 
Interest on borrowed money and other payments...................... $ 2,171,580 
MDindel ema suomlprelerred UOC sxeeee gee os eee ee 1,209,534 
HD) ieeyai Gl INCL Sm © La CO LAAN © Tas © eee ce tS 4,466,997 
PRRLOt a lgO t Seeing ee Oe Ft ee a ate $ 7,848,111 
REMAINING AND RE-INVESTED IN THE BUSINESS... $ 3,553,984 


*An additional amount was paid in salaries, wages and social security 
contributions, principally for construction, of $1,510,568 


MAKING A TOTAL FOR WAGES, SALARIES, SOCIAL SECURITY 


CONMRISUDIONS A NDEPEINSLONS) © He ee $7,789,662 


CONSOLIDATED BALANCE SH EEiie 


ASSETS 


PROPERTY AND PLANT (Note 2): 


Utility properties— 


ectiicee Se 2 Eee ee ere oe eee eo acne 


Other physical! property <q. cscecees cece casa ece Pesce cece cece en sec carte canner cn ccna arn eaa ar es 


Electric plant acquisition adjustments. .....-.-.------------------1seseeeeree cette tenes 


CURRENT ASSETS: 


Temporary cash investments (at cost, which approximates market) ...........- 


Accounts receivable, less allowance of $108,068 and ee 502 
respectively for doubtful FICC OULT) ES tee 


Due from employees under stock purchase agreements. ......-...-.-.-----------s 
Materials and supplies (at average COSt) ........-.-----------<-2-e-eseseeeeee cece teeters 


Prepayments and other assets.......--.---------:se--csccsscssesesnseseescnseecensnrcenensnnsecsosepasessesscs 


DEFERRED DEBITS: 


Preliminary survey and investigation charges. ......-.-.-------------: serene 


December 31 


1956 


$124,851,494 
66,859,621 
2,963,115 
1,812,237 
5,086,428 


$201,572,895 


$ 3,371,585 


4,446,711 
141,403 
1,528,070 
519,171 


$ 10,006,940 


$ 767,346 


$212,347,181 


$199,611,992 


1955 


$118,827,984 
56,910,185 
3,348,257 
1,775,770 
5,086,428 


$185,948,624 


$ 3,229,246 
3,934.862 


4,324,790 
106,287 
1,190,989 
286,834 


$ 13,073,008 


$ 590,360 


_. . THE MONTANA POWER COMPANY and Subsidi 


_. . LIABILITIES 


CAPITALIZATION: 


Stockholders’ investment (Note 2)— 
Capital stock (Note 4): 
TDR ATC sc acne ie ce es nc ee oer Se eee oe ee eee ener 


Discount and expense on capital stock... -..--------------1::e eee 
Earnings retained for use in the business (Notes 1 BIC) ee eee ee 


Mone term det CNG) 5) acces cece nomena cae case ana ae 


CURRENT LIABILITIES: 


Notes payable, to barks. 0-5 B peor ccc eee accent eae rece teree 
Non-interest bearing long-term contract—portion due 

SAP RGHINSIE GNC SOE eae cece ee ce eet scence er 
Dividends payable on preferred and common stock......--.-----::::------ 
U. S. and Canadian taxes on income, estimated ..........-.-.-.-----------1-s eee 
(Oye aver HES eee ee ee bee rc ee 
Accounts payable and other liabilities .........-.....-----------------e-eee 


DEFERRED CREDITS: 


Customers’ advances for construction. .........-.-.------:-------s--c1ceeeesssesnne nents 
Unamortized premium less expense on US eA Cl tral lo Leena eee eens 


RESERVES: 
Property depreciation, retirements and depletion .....:2:--.-------:2-<21--se eee 
Amortization of electric plant acquisition adjustments (Note) eee 
Gas rate increase subject of litigation, less estimated 


federal taxes on income (Note 3)......... INC Re IE ae pier haere ees 
Injuries and damages, employees provident and other.........-.------------1ee 


CONTRIBUTIONS BY CUSTOMERS FOR CONSTRUCTION OF PROPERTY... 


aries 


December 3l 


1956 


$ 21,983,500 
50,000 000 
(866,417) 
4,484,120 


$ 75,601,203 


68,688,000 
$144,289, 203 


$ 5,500,000 


500,000 
1,419,133 
7,432,008 
1,738,777 
2,032,605 


$ 18,622,523 


$ 276,151 
141,594 


$ 417,745 


$ 38,269,368 
4,075,225 


2,099,639 
1,361,797 
$ 45,806,029 
$ 3,211,681 


$212,347,181 


1955 


$ 21,983,500 
31,000,000 
(866,417) 
19,977,237 


$ 72,094,320 


69,188,000 
$141,282,320 


500,000 
1,419,133 
8,104,028 
1,618,157 
1,425,380 


$ 13,066,698 


$ 192,176 
146,876 


$ 339,052 


$ 35,386,491 
3,736,130 


1,417,910 
1,291,764 
$ 41,832,295 
$ 3,091,627 


$199,611,992 
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CONSOLIDATED STATEMENT OF INCOME 


AND EARNINGS RETAINED FOR USE IN THE BUSINESS 
THE MONTANA POWER COMPANY AND SUBSIDIARIES 


Operating Revenues: 


FET ae ae ae eee eee a at 


Operating Expenses and Taxes: 


@PELat 10 1 eee eee OE ee tee A Eat eS! 
MVE eters Tae. 1 See ee ee eee EE A Ree eee er CRE eae 
Depreciation, retirements and depletion..........---.-.----.::1se eee 
U. S. and Canadian taxes on income, estimated ...........-------2----------eee 


Less—portion of U. S. taxes on income applicable to gas rate 


increase subject of litigation (Note 3) _.-...------.---------------e eee 
Othe rts Cs ee eee a 


Net Operatimg Income. ....222.2---2-2--:--2seccceeecsssccc cee neers cc cece eeceee tease teas cecenmensceeseceenennnens 
Nonoperating Income (Met) ....-.-.---.--:------<c:ces-sseceeececceeececee ree et tae tenecnemeecensecnennnanmnnsnenes 


GO SSIe LING O11 Cree a eee Bi eS aR wae en PEP ser SMe Sea 


Deductions: 


Interest on first mortgage bonds and debentures..............------------------ssee 
Amortization of premium and expense on debt (Tet) eee eres 
Interest charged to construction... .-.2-.-.-221:.c ee eee eens eee eect 
Other interest and deductions.............-.-.----------------2ec-ecees cece cece cette 
Amortization of electric plant acquisition adjustments....................-.....-..-.-- 


TON tl a eX 0 0a Se eee Pe eee eee 


Earnings Retained for Use in the Business at Beginning of Year.......... rae 


Deduct— 
Dividends (cash): 


Preferred Stock—$6.00 Series...........2-----.--:--csccecceccesceseeseeeeneeecceenee ee teteetetee teens 
$4.20 Series.........-2---2---cececcccescecseceeseeneescenenesereaenenecenseceensnes 
Common stock—$1.80 and $1.65 per share respectively............-...---------- 


Adjustment resulting from review by Federal Power Commission 


of claimed project COSt.........---------c-cececec cece ceecececer cece eee eetaaneceeeeceaneneeneneees 
Transfer to common stock (Note 4).....-.---2..-----2e:cecceeceesee ccc ceneeeee te teeeecteeeeees 


Earnings Retained for Use in the Business at End of Year (Notes 1 and 2) 


Year Ended December 31 


1956 


$ 28,786,664 
9,854,723 
525,797 


$ 39,167,184 


$ 10,566,690 
2,383,103 
3,278,950 
8,431,259 


(738,539 ) 
4,055,792 


$ 27,977,255 


$ 11,189,929 


212,166 


$ 11,402,095 


$ 1,899,155 
(5,282) 

(171,162) 
109,774 
339,095 


$ 2,171,580 


$ 9,230,515 


19,977,237 


(957,534) 
(252,000) 
(4,466,997) 


(47,101) 
(19,000,000) 


$ 4,484,120 


1955 


$ 26,828,967 
9,703,290 
568,204 


$ 37,100,461 


$ 10,216,502 
1,903,332 
2,902,179 
8,171,411 


(771,130) 
3,775,227 


$ 26,197,521 


$ 10,902,940 
166,803 


$ 11,069,743 


$ 1,899,155 
(4,889) 
(32,855) 
148,364 
339,095 


$ 2,348,870 


$ 8,720,873 


16,560,645 


(957,534) 
(252,000) 
(4,094,747) 


$ 19,977,237 


NOTES TO FINANCIAL STATEMENTS 


NOTE 1—The consolidated financial statements include the accounts of all wholly-owned subsidiaries. The 


book value of underlying net assets of the subsidiaries at December 31, 1956 exceeded the cost of investment 
in the subsidiaries by $1,590,959, representing undistributed net income of Canadian subsidiaries earned 
since acquisition and included in earnings retained for use in the business. No provision has been made 
for taxes on income which may be payable on future distributions of the net earnings retained by the 
subsidiaries. The net current assets of the Canadian subsidiaries are expressed in United States dollars 
at the year-end rate of exchange; other assets and liabilities are expressed at rates prevailing at the time 
of the transactions. The nominal unrealized gain from translation of Canadian currency is included in 
other reserves. 


NOTE 2—The Company’s electric utility accounts, upon which the accompanying financial statements are based, 


are now kept in accordance with the requirements of the Federal Power Commission (in the light of the 
decision in Arkansas Power & Light Company et al v. Federal Power Commission) and published annual 
reports since 1951 are on this basis. The Federal Power Commission’s requirements, among other things, 
caused downward adjustments of utility plant accounts for items which, according to an order of the Public 
Service Commission of Montana and in the opinion of the Company, were earried at legitimate corporate 
cost and are of continuing value. A separate set of accounts, in order to comply with the statutes of the 
State of Montana, is kept to reflect the requirements of the Public Service Commission of Montana. If those 
requirements, rather than the requirements of the Federal Power Commission as to reclassification of utility 
plant and related accounts, were effectuated in the accounts set forth in the accompanying balance sheet 
as of December 31, 1956, the effect would be as follows: 


ACCOUNT AFFECTED 


Increase 

(Decrease) 

Ta) Cy a> et 1 nee ee $ 16,435,228 
@themmblysical Propet ye eee re 117,613 
10) SCOUT UO NA @ee1O I Ger SIUC C kes meee eee ee eee (500,000) 
$ 16,052,841 

Reserve for Property Depreciation and Retirement.................-....---.--..-- $ (147,488) 
Reserve for Amortization of Limited Term Investments........................-..- 38,610 
Reserve for Amortization of Electric Plant Acquisition Adjustments...... (3,944,097 ) 
@aipit alll SUIT US ee re a eens Roce 16,206,412 
Earnings Retained for Use in the Business...........-.---.-------------seseeeeteeeeeeees 3,899,404 
$ 16,052,841 


The Company’s other properties are stated substantially at original cost. 


NOTE 3—The Public Service Commission of Montana issued an order granting the Company a gas rate 


increase, effective with billings of September 1, 1953. The Attorney General of Montana filed a lawsuit 
contesting the increase, and such suit is now before the Supreme Court of Montana for decision. The court 
in which the suit was filed, pending final decision in the matter, ordered the Company to create a reserve 
into which will be credited the increase applicable to deliveries of gas after November 2, 1953. In com- 
pliance with the order of the court the Company at December 31, 1956 had credited $4,374,248 to the 
reserve and excluded this amount from revenues. Estimated federal income taxes of $2,274,609, attributable 
to such amount, have been deducted from the reserve in the balance sheet. 


NOTE 4—Capital stock consists of the following: 


Preferred stock (cumulative, no par value): 
Authorized 300,000 shares 


Outstanding: 
SOOO S Cr ese eeeeeeeree eee e IUSOISYSS) GUNNS acces cere $ 15,958,900 
GAR) RSET CS err meee ; HONOO) SONGS aoc esnsteneteooe __ 6,024,600 
$ 21,983,500 
Common (no par value): 
Authorized 3,750,000 shares 
@ nets tec eee DIA GTO GDS Nel CS eeseee eee eee ee $ 50,000,000 


The stated value of common stock was increased to $50,000,000 by transfer, authorized by Board of 
Directors, of $19,000,000 from earnings retained for use in the business. 


The preferred stock is redeemable at option of the Company on thirty day notice at $110 per share for 
the $6 series and at $106.50 per share before May 1, 1959 (decreasing to $103 thereafter) for the $4.20 series, 
plus accumulated dividends. The liquidation price of preferred shares is $100 plus accumulated dividends. 
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NOTES TO FI NANCIAL STATEMENTS (Continued) 


The Board of Directors may, within a period of five years from June 16, 1954, authorize the grant 
of options to officers and other key employees to purchase unissued shares of the no par common stock 
of the Company, not to exceed a total of 100,000 shares. Such options shall be at not less than 95% of the 
closing price on the New York Stock Exchange on the date the options are granted and may not extend 
for a period of more than ten years. At December 31, 1956 options on 45,975 shares had been granted and 
options on 1,100 shares had been tendered but not accepted at that date, to seventy-two officers and 
employees exercisable during or after 1957. 


NOTE 5—Long-term debt consists of the following: 


First mortgage bonds: 


DaWe Yo Series, AUS LOT est cace vse toe ase oee Ss fas See oa ee oe aa $ 39,188,000 
3-169 Series due. VOB cee sree orcas ae eee ee ee 6,000,000 
Ses Semlahaver iavhavel, elveyeraynbigys hur WOM) cence os nen been none . 18,000,000 
Non-interest bearing contract, $500,000 due annually (excludes 
portion due within one year)......... ee Ue ee PD a 5,500,000 
otal Decemiberns lee LO 5 Ona aaneee Re bee Po het oe .....$ 68,688,000 
LOS bmn sStalmaentmonecloO wea Om iee Cline sense a ee ere as - 500,000 
NG tall WD eCemab ers sls LO 5 see pel a eae $ 69,188,000 


The agreement securing the 3-%4% debentures due 1979, provides that the Company must deliver to the 
trustee. as a sinking fund for the retirement of debentures, $360,000 for each year beginning 1958 to and 
including 1970 and $540,000 each year thereafter to and including 1978. Sinking fund requirements under 
the First Mortgage Bonds are being met through property additions. 


Provisions of long-term debt agreements do not impose at December 31, 1956 any restrictions on the 
availability of retained earnings for payment of dividends. 


AMERICAN BANK BUILDING 
4 be Pw + x 1 
PRICE WATERHOUSE & CoO. PORTCAND IS OREGON 


To the Board of Directors of February 1, 1957 


The Montana Power Company 


In our opinion, the accompanying statements, together with the notes thereto, present fairly the 
consolidated financial position of The Montana Power Company and its subsidiaries at December 
31, 1956 and the results of their operations for the year, in conformity with generally accepted ac- 
counting principles applied on a basis consistent with that of the preceding year. Our examination 
of these statements was made in accordance with generally accepted auditing standards, and ac- 
cordingly included such tests of the accounting records and such other auditing procedures as we 
considered necessary in the circumstances. 


ys MU (LO ETE, 


THE COVER: Lake McDonald in beautiful Glacier National Park, a million-acre playground in Montana. 
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Total System Capability 


MILES OF LINE 
Electric Transmission, 
Electric Distribution 
Natural Gas Transmission 
Natural Gas Distribution. 


